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IBRD Loan to El Salvador 


The International Bank for Reconstruction and Devel- 
opment on October 12 made a loan of $11,100,000 to El 
Salvador to pay the foreign exchange costs of completing 
an all-weather highway along the Pacific Coast. The 
highway will be 190 miles long and will extend from the 
Guatemalan border to the Port of La Union on the Gulf 
of Fonseca. The Philadelphia National Bank is participat- 
ing in the loan, without the International Bank’s guaran- 
tee, to the extent of $250,000 of the first maturity falling 
due on April 15, 1959. 


The primary purpose of the highway is to open new 
areas to cultivation and make possible increased agricul- 
tural production. El Salvador has a good highway system 
but lacks all-weather roads in the coastal zone. This region 
contains the only sizable expanse of fertile land remain- 
ing to be developed in El Salvador. The coastal highway 
will provide an artery, connecting with existing roads, 
through the entire region and will be an important step 
toward opening the country’s last major land reserve to 
cultivation and settlement. Eventually the highway may 
also become an important international highway linking 
El Salvador with Guatemala and Honduras. 

Construction of the coastal highway was started several 
years ago. At present 25 miles are open to traffic and 
another 17 miles are being constructed and financed by 
the Government without outside assistance. The Bank’s 
loan will finance the foreign exchange costs of the remain- 
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European Coal and Steel Community 


Since the single market for the European Coal and 
Steel Community was made formally effective, first for 
coal and then for steel, major obstacles to the free play of 
competitive forces in the West European coal and steel 
industries have been eliminated. Customs duties affecting 
the movement of coal and steel within the Community 
have been suppressed, except in Italy where the elimina- 
tion is being carried out gradually over a five-year period. 
Export and import licenses and quantitative restrictions 
on the movement of coal, steel, iron ore, and scrap iron 
within the Community have been abolished as a rule, and 
the double pricing of coal, steel, and iron ore moving 
among the member countries has been eliminated. 

Thirty-two discriminatory freight rate practices have 
been eliminated, 15 in France, 10 in Germany, 4 in Bel- 


ing sections totaling 148 miles. These sections are ex- 
pected to cost the equivalent of $16 million and to take 
four years to complete. Construction will be done by 
contractors chosen through international competitive bid- 
ding for unit-price contracts based on detailed specifica- 
tions of each section to be built. Apart from some minor 
items, construction equipment and materials will be sup- 
plied by the contractors. The proceeds of the loan, there- 
fore, will be used mainly to cover the foreign exchange 
portion of payments to contractors. The Government will 
provide the required local currency from budgetary ap- 
propriations. The Highway Department of El Salvador 
will maintain the new highway and will expand its main- 
tenance facilities for this purpose. 

The loan is for a term of 12 years and bears interest of 
414 per cent per annum, including the statutory 1 per 
cent commission charged by the Bank. Amortization will 
begin April 15, 1959. This is the second Bank loan to 
El Salvador. A loan of $12,545,000 was made in Decem- 
ber 1949 for the construction of a 30,000-kilowatt hydro- 
electric plant on the Lempa River, which began operating 
in June 1954. Most of the electricity from the new plant 
is being distributed in San Salvador, the capital, and in 
San Miguel, a key industrial center. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
October 12, 1954. 


gium, 2 in Luxembourg, and 1 in Italy. The Governments 
of the member countries are now considering proposals 
by the High Authority to set up “international through 
rates” to replace the “split rates” that have paralyzed the 
movement of goods across national boundaries. 


The High Authority encountered many difficulties with 
the fixing of prices inside the Community. Some govern- 
ment subsidies had to be approved on a provisional basis, 
and the Community subsidizes over a five-year period the 
Belgian and Italian coal mines so as to render them 
competitive in the common market. 

The High Authority of the Community has been en- 
forcing a far-reaching antitrust law which not only for- 
bids producers’ agreements that restrict competition, but 
is also aimed at undue concentrations of economic power 
that may result from the creation of enterprises with too 
dominant a position in the market. A cease-and-desist 
order was issued against Oberrheinische Kohlenunion, a 
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coal sales organization in South Germany, prohibiting it 
from apportioning customers within the South German 
area among its members. Similar organizations for the 
purchase and distribution of scrap iron in France, Ger- 
many, and Italy have been dissolved by the High Author- 
ity. Moreover, in July 1953, the High Authority required 
companies that were members of cartels either to dissolve 
their agreements or to file a request for specific authoriza- 
tion, and it has received sixty applications which it is 
now reviewing. 

By the middle of 1954 roughly 40 per cent more coal 
and steel was being shipped across national boundaries 
within the Community than during the corresponding six 
months of 1952, the last year before the establishment of 
the single market. At the same time, imports from coun- 
tries outside the Community have remained fairly con- 
stant. Producing companies are being compelled to re- 
organize in order to increase productivity and lower costs. 
Four mergers have now reorganized 55 per cent of French 
steel capacity into firms of a size and type capable of 
competing in the Community’s market. In Belgium a 
study has been made in several of the least productive 
mines to explore the alternatives of reorganization or 
shutting down. Coal mines in the south of France are 
attempting to increase productivity and eliminate mar- 
ginal production. 

Temporary unemployment is being dealt with by the 
resettlement of labor. For example, miners from the 
south of France are being offered incentives, including 
payment of removal expenses and guarantees of housing, 
to move to Lorraine, where coal production can be ex- 
panded efficiently. 

Sources: Communauté Européenne du Charbon et de 
lAcier, Haute Autorité, Deuxiéme Rapport 
Général sur Tl Activité de la Communauté, 
April 11, 1954, and Bulletin from the European 
Community for Coal and Steel, October 1954, 
Luxembourg; Agence Economique et Financiére, 
Brussels, Belgium, September 29, 1954. 


Sterling Area Reserves 


The gold and dollar reserves of the sterling area fell by 
$17 million in September, to $2,901 million. The over-all 
deficit for the month was made up of a deficit of $12 mil- 
lion on “ordinary” gold and dollar payments, a payment 
of $12 million to the EPU in settlement of August 
transactions, and an additional $2 million paid to cred- 
itors in the EPU under the bilateral settlement arrange- 
ments concluded in July, offset by the receipt of $9 mil- 
lion in U.S. defense aid. The deficit in ordinary trade 
and payments is stated to have been due mainly to sea- 
sonal factors, reflecting large purchases of cotton, tobacco, 
wheat, and other commodities. 

Taking the third quarter as a whole, the underlying 
trend in reserves appears to continue upward. Because of 
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heavy seasonal purchases, this quarter is usually unfavor- 
able to the sterling area, and this year there has been a 
decline in U.K. dollar exports. But reserves have in fact 
fallen by less than the two payments made in July and 
August to consolidate dollar debts. Although mainly 
earned in July, the ordinary trading surplus has averaged 
$20 million monthly during the quarter. Accordingly the 
reserve figures are interpreted as evidence of continued 
underlying strength. No sharp change is expected in the 
pattern of reserve movements during the final quarter of 
the year. 

The United Kingdom had a surplus of £6 million with 
the EPU in September, which will be settled this month 
half in gold and half in credit. It was, however, wholly 
due to a payment of £8 million by France—one of the 
three periodic installments on its postwar debt to the 
United Kingdom. 

Source: The Financial Times, London, England, Octo- 
ber 5, 1954. 


Sterling Exchange Rate 


The spot sterling exchange rate in New York continued 
to decline with only slight interruptions until Septem- 
ber 27, when it reached a low point of $2.7914. On this 
and the following day the authorities were reportedly 
supporting sterling in the London market, and thereafter 
the New York rate began a modest recovery, which 
carried it to $2.7934 at the end of the month and to $2.80 
on October 7. The relative weakness of the rate in Sep- 
tember was explained in part in terms of the pressure 
placed on sterling by seasonal payments for dollar crops, 
especially tobacco, and it is reported not to have occa- 
sioned any concern to the London authorities. At this 
time of year there are no large dollar receipts for sterling 
raw materials, such as wool and cocoa, but this situation 
should change when wool receipts, which normally start 
in November, begin to come in. The forward rate for 
dollars has remained steady at a premium of g¢ of 1 
cent. It is pointed out that the greater demand for dollar 
goods, which conditions of less restricted trade are likely 
to create, are bound to cause fluctuations in the sterling 
rate and occasional pressure. During September, how- 
ever, it is suggested that some additional pressure had 
arisen from the use of sterling facilities for capital trans- 
fers. Some U.S. holders of German blocked marks, who 
are not yet permitted to convert them, have been selling 
them to Swiss and Dutch banks, which may convert them, 
against transferable sterling, which was then offered in 
the New York market for dollars. While the volume of 
these transactions is very small, they may in part explain 
the decline in the rate for transferable sterling in New 
York from about $2.7614 on September 1 to $2.7314 on 
September 28. This rate has, moreover, failed to recover 
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with the strengthening of the spot rate, and on October 13 
was still quoted at about $2.73. 


Sources: The Financial Times, London, England, Sep- 
tember 2 and 29, 1954; The Manchester Guard- 
ian, Manchester, England, September 23, 1954; 
The Journal of Commerce, New York, N. Y., 
October 11 and 14, 1954. 


increase in U.K. Basic Travel Allowance 


The U.K. Treasury has announced that the basic travel 
allowance for U.K. residents for the period November 1, 
1954 to October 31, 1955 will be increased from £50 to 
£100, and for each child under 12 from £35 to £70, avail- 
able in all countries except Canada and the American 
account area. This restores the allowance to the same 
level as in 1950-51. Subsequent changes in the amount of 
the allowance have been as follows: December 1950, 
£100; November 1951, £50; January 1952, £25; March 
1953, £40; October 1953, £50. 

It is estimated on the basis of the experience of 1951, 
when the allowance was also £100, that the additional cost 
of the latest concession may be about £5 million per 
annum—a rise of some 12 per cent on last year’s U.K. 
expenditure on travel in Europe. 

The facility permitted in 1951 by which fares may be 
paid in sterling, outside the basic travel allowance, to 
cover circular tours and incidental journeys in most of 
the countries of continental Europe, will also be restored. 


Source: The Financial Times, London, England, Octo- 


ber 6, 1954. 


Capital Market Developments in France 


Preliminary statistics of private and government issues 
during the first half of 1954 show a substantial increase 
in subscriptions, compared with the first half of 1953. 
This evolution is significant in that it developed in a 
period of price stability. The total amount of private 
and government issues reached 194 billion francs in the 
period mentioned, against 109 billion francs in the first 
half of 1953. In the first half of 1954 subscriptions to 
securities of nationalized or semipublic enterprises 
amounted to 111 billion francs, against 53 billion in the 
first half of 1953. The private sector received capital sub- 
scriptions of 43 billion francs (including 32 billion for 
shares), against 37 billion francs (including 31 billion in 
shares) in the first half of 1953. Long- and medium- 
term issues of central and local government bodies and 
subscriptions to war damage loans reached 40 billion 
francs, against 19 billion francs in the first six months 
of last year. Among the successful flotations in the first 
half of 1954 were the loan of Electricité de France (52.7 
billion francs), the Railroads loan (25 billion francs), 


the Coal Mines loan (21 billion francs), the PTT (Post, 
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Telegraph, and Telephone) loan (24 billion francs), the 
Crédit Foncier loan (15 billion francs), the Crédit Na- 
tional loan (10 billion francs), the Caisse Nationale de 
Crédit Agricole loan (8.3 billion francs), and a special 
loan for construction of low rental buildings (2.2 billion 
francs). 


Source: Le Monde, Paris, France, October 3, 1954. 


Belgian Government Loan 


The Belgian Treasury will, in the near future, make 
an issue of 20-year, 4.25 per cent bonds. The bonds will 
be offered at 97.2 per cent, and their yield will amount 
to 4.57 per cent. 


As a consequence of the liberalization of capital move- 
ments within Benelux (see this News Survey, Vol. VII, 
p. 17), the Netherlands investor can subscribe to the new 
bond issue, but only through the free market. As a result 
of the flow of Netherlands capital to Belgium, the free 
market rate for the Belgian franc is at present approxi- 
mately 2 per cent above the official par value. This pre- 
mium will correspondingly diminish the yield of the bonds 
for Netherlands investors. 


Source: De Twentsche Bank N.V., Weekbericht, Amster- 
dam, Netherlands, October 8, 1954. 


Netherlands 1955 Budget 


The Netherlands budget for the calendar year 1955 
shows a deficit of f. 568 million, compared with f. 841 
million in the revised 1954 budget. Total expenditures 
are expected to decline to f. 6.58 billion in 1955 (1954, 
f. 7.16 billion), and total revenue is estimated at f. 6.02 
billion (1954, f. 6.32 billion). The main factors behind 
the decrease in expenditures are reduced appropriations 
for reconstruction of flood damage (from f. 363 million 
to f. 143 million) and for defense (from f. 1.75 billion to 
f. 1.36 billion). Moreover, the whole of the substantial 
expenditures still required on behalf of war victims of 
the Netherlands East Indies (f. 186 million) was in- 
cluded in the 1954 budget, and no such expenditure 
appears in the 1955 budget. 

The Minister of Finance, in his annual Memorandum 
to the Second Chamber, announced a number of tax 
reductions, amounting to between f. 500 million and 
f. 550 million. In particular, the wage and income tax 
rates will be lowered, whereas certain indirect taxes will 
be reduced in order to compensate for a further upward 
movement in the state-controlled level of housing rents. 
The tax reductions will become effective in 1956. How- 
ever, the burden of taxation will automatically diminish 
in 1955, as certain temporary increases of tax rates, 
which were imposed in 1951 in connection with the 
rearmament program, will disappear. 


The budget memorandum also shows that the cash 
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deficit during 1954 will be about f. 500-600 million. 
Tentatively, a similar cash deficit is expected for 1955. 


Source: Ministry of Finance, Memorandum on the Posi- 
tion of the Netherlands State Finances, The 
Hague, Netherlands, September 21, 1954. 


Danish Economic Measures 


The Danish Parliament has approved a new plan to 
combat the foreign exchange crisis. The main points are 
as follows: defense expenditures in the fiscal year 1955-56 
will be reduced from DKr 1,190 million to DKr 890 mil- 
lion; the planned recall to the armed forces in 1955 is 
canceled, and defense forces will be reduced by 3,000 
men. On July 7, 1954 military expenditures had already 
been reduced for fiscal 1954-55 from DKr 1,040 million 
to DKr 905 million (see this News Survey, Vol. VII, 
p. 20). 

Taxes on alcohol and beer have been raised, and the 
tax on cigarettes will be increased by 1 gre per cigarette. 
The total increase in taxes plus an increase of railroad 
fares will bring additional revenue of DKr 65 million this 
fiscal year and DKr 135 million next year. Each month, 
DKr 20 million of the receipts from the new taxes will be 
blocked in the National Bank. The proposed increases 
in direct taxes and the gasoline tax have been dropped. 

A new Installment Sales Law establishes minimum cash 
payments of 40 per cent for motorcars, motorcycles, 
cycles'with auxiliary motors, and auxiliary motors if sold 
separately, and of 25 per cent for all other goods. 

A law providing for a premium on savings comes into 
effect on October 7. Under the terms of the law, the 
actual yield (premium plus interest) on savings that the 
depositor agrees to hold in blocked premium-deposit 
accounts for a period of three years will be approxi- 
mately 10 per cent per annum. 

Public construction activity will be reduced by DKr 90 
million and private building by DKr 53 million. Of 
substantial long-term importance are the new rules for 
government subsidies to residential building. The State 
has so far been lending builders sufficient capital to 
supplement mortgage association loans up to 95 per cent 
of the total cost, at a very low rate of interest—as low 
as 2.2 per cent. Under the new rules, interest is payable 
on government building loans at the same rate as that at 
which the State has to pay in the open market (at present 
about 6.5 per cent); instead, builders will now receive a 
fixed annual subsidy of DKr 14-16 per square meter, but 
with a maximum for the floor area for which subsidies 
may be granted. This scheme will again render building 
operations sensitive to fluctuations in the interest rate, 
and the incentive for builders to keep building costs 
down will be much greater than before. However, under 
the old Act, commitments for loans have already been 
issued in an amount of nearly DKr 1,000 million. The 
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new rules will therefore not become fully effective until 
about 18 months hence. 

Early in October the bond market improved consider- 
ably and sales of government bonds got under way again. 
Confidence that, at least for the time being, an economy 
policy will be pursued that will not disturb the stability 
of the money market appeared to have been restored. 
Among the factors inspiring confidence was probably the 
National Bank’s announcement that it was willing to grant 
commercial banks loans on bonds if their deposits should 
decline, provided that they do not pursue an excessive 
lending policy. At the same time, the National Bank 
announced that it would no longer rediscount building 
loans. 

Sources: Bgrsen, October 1 and 2, 1954, and Harald R. 
Martinsen, Danish Letters, October 1 and 8, 
1954, Copenhagen, Denmark. 


Norwegian Economic Situation 


Finance Minister Bratteli stated at the annual meeting 
of the Norwegian savings banks that the most important 
problems for the Norwegian economy were the deficit in 
the balance of payments and the rising cost of living. 
At present there are reasons for believing that the bal- 
ance of payments deficit will be larger than estimated in 
the national budget, and it is already evident that Norway 
will have to reckon with a deficit in 1955 as well, al- 
though it is impossible to say how large it will be. The 
plans for convertibility increase further the need for a 
better balance in foreign payments, because even if Nor- 
way itself did not introduce convertibility, such a step by 
other European nations would mean that EPU would be 
abolished and there would no longer be any possibility 
for credit through that institution. 

On the other hand, the Government still maintained 
that the large unused natural resources of Norway made 
it desirable to develop the country at a faster pace than 
domestic savings would allow. However, the possibility 
of obtaining foreign loans was at present not so good 
that all demands for foreign capital could be met; the 
balance of payments deficit, therefore, must not be 
increased as this might lead to liquidity problems with 
regard to foreign currency. 

The Finance Minister stated that of the approximate 
7 per cent increase in the cost of living index in the last 
12-month period, about 5 per cent was due to a rise in 
the cost of food, higher prices for Norwegian agricultural 
products alone accounting for almost 4 per cent. 

Personal savings had increased in recent years after 
having been rather low just after the war and, according 
to the Finance Minister, they were now about the same 
as in the best prewar years. An increase in personal 
savings might help to solve the present difficulties, and 
the Finance Ministry had been cooperating with the Bank 
of Norway to find practical means to stimulate such 
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savings. However, it was clear that personal savings alone 
could not solve all the problems. 

The Finance Minister said that there had been much 
criticism of the ceilings imposed on the loans of the 
State Banks but, at the same time, the Government had 
also been criticized for raising large loans to finance 
them. It would certainly be possible to increase State 
Bank interest rates so much that borrowers would not 
wish to take up loans, and thus to solve the problem of 
financing these banks. An increase in interest rates, 
however, would affect the building of power plants and 
dwellings, whereas the level of total investments would 
probably not be affected to the same extent as long as 
future sales prospects were viewed optimistically by pri- 
vate business. The State Banks would have to be recog- 
nized as permanent institutions in the economic set-up 
of the country. 

Finally, the Finance Minister stated that the biggest 
problem in Norway’s economy was to find a way of 
financing necessary investments without leading to infla- 
tion and overinvestment. 


Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 28 and October 7, 1954. 


Middle East 


Egyptian-Swiss Agreement 


On September 8, Egypt and Switzerland signed a 
supplementary protocol amending their payments agree- 
ment of April 1950 and the protocol of December 1951. 
Under the amended agreement, Egypt is entitled to place 
orders in Switzerland for capital goods for both govern- 
ment undertakings and private firms within a quota of 
Sw F 7 million and to effect the relevant payments over 
Account “A” (i.e., in francs at the fixed rate of exchange). 
Moreover, within this quota of Sw F 7 million, Egypt 
may make payments over the same account up to a total 
of Sw F 4 million in settlement of Swiss claims arising 
out of old contracts for the delivery of Swiss machinery 
for the Aswan power station. Further, Egypt will be 
able to place government or private orders for investment 
goods to be settled in sterling within a quota of £1 million. 
If either or both these quotas are used up, the new 
protocol provides for their increase by mutual agreement. 
Should Account “A” show surpluses in Egypt’s favor in 
excess of the limit necessary for the functioning of the 
account in accordance with the provisions of the agree- 
ment, Switzerland has the right, after consultation with 
Egypt, to pay such surpluses in sterling. 

The supplementary protocol, which came into force on 
the date of signature, is valid for one year until Sep- 
tember 7, 1955. Both the payments agreement of April 
1950 and the protocol of December 1951 as amended 
have been prolonged to September 7, 1955. After that 
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date all three agreements will continue in force, subject 
to termination by either party at three months’ notice. 


Source: Al Ahram, Cairo, Egypt, September 9, 1954. 


Egyptian Pound Quotations 


The average of published percentage premiums in 
August and September 1954 for sterling, the U.S. dollar, 
and the deutsche mark in Cairo in the “import entitle- 
ment accounts” were as follows: 


August September 
(per cent) 

6.223 
6.376 


10.277 


The averages of published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 


6.563 
_....... 5.686 (corrected) 
eS 


Sterling - 
U.S. dollar 
Deutsche mark __.. 


August 
Beirut (in Lebanese 
pounds per Egyptian 
| 8.66 
Zirich (in U.S. dollars 
per Egyptian pound) 2.62 2.62 
Sources: Al Ahram, Cairo, Egypt, various issues. 


September 


Far East 
Foreign Investment in India 


The Indian Minister of Finance has stated that approxi- 
mately $280 million of foreign capital had been invested 
in India from 1948 to the end of 1953. Of this amount, 
nearly two thirds represented investment in branches of 
foreign concerns already established in India. When 
allowance is made for disinvestment by nonresidents, the 
net inflow was a little more than $100 million, or about 
$18 million per annum. 

Source: Embassy of India, Jndiagram, Washington, D. C., 
October 4, 1954. 


Indian Tea Export Duty 


The Government of India has announced a 75 per cent 
increase in the export duty on tea, with immediate effect. 
The duty has been increased from four annas (544 U.S. 
cents) to seven annas (9%, cents) per pound. The 
Government stated that its action was justified by the 
steady increase in tea prices, and expressed the view 
that export prospects would not be materially affected. 
The United Kingdom is India’s principal tea customer. 


Source: The Times, London, England, October 2, 1954. 


Taiwan's Tea Exports 


Tea exports from Taiwan have been increasing steadily 
in the past few years. In 1952, tea was fifth in importance 
among the country’s exports. The volume exported 
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amounted to 21 million pounds, and the value repre- 
sented about 2 per cent of the value of total exports. 
In 1953, it advanced to third place; the volume was 
22 million pounds, and the value about 5 per cent of 
the total. Current reports indicate that in the first half 
of 1954 12 million pounds of tea were exported. If 
Taiwan could increase its production this year, exports 
in 1954 would be considerably above those in previous 
years, since the world consumption rate is rising. 

Of all the tea-growing countries, Taiwan ranks after 
India, Ceylon, Indonesia, Mainland China, Japan, and 
Pakistan. Almost half of Taiwan’s total tea exports are 
routed through Hong Kong. For the U.S. market, such 
re-exports must be accompanied by Comprehensive Cer- 
tificates of Origin to show that they do not originate from 
Mainland China. However, Taiwan recently has tended 
toward exporting black tea to various markets without 
shipping it through Hong Kong. 

Sources: Economic Stabilization Board, Chih Yu Chung 
Kuo Chih Kung Yeh (Industry of Free China), 
Taipei, Taiwan, August 1954; Far Eastern Eco- 
nomic Review, Hong Kong, September 16, 1954. 


Japanese Reparations fo Burma 


In its first reparation agreement Japan has agreed to 
pay to Burma $200 million in capital goods and technical 
services. The payment is to be made in ten equal annual 
installments. Japan has also agreed to facilitate Japanese 
investments in joint enterprises with Burmese nationals, 
up to a total of $50 million in a period of ten years. 
Burma’s claim for an equitable and just settlement will 
be re-examined at the time of the final settlement of 
Japanese reparations with other claimant countries. 
Source: The Nippon Times, Tokyo, Japan, September 26, 

1954. 


Indonesia's Budget Deficits 


According to a report of the Indonesian National 
Planning Bureau, the Indonesian budget deficit in 1953, 
which had been estimated at Rp 1.8 billion, with a residual 
deficit of Rp 700 million carried over from the preceding 
year, was in fact, in all, approximately Rp 3 billion. Tax 
collections, which had been estimated at Rp 5.56 billion, 
actually amounted to Rp 6.50 billion, mainly because of 
increased yields from the corporate income tax, purchase 
tax, excises on beer, alcoholic liquors, tobacco, sugar, 
and petroleum products, and import duties. Export duties 
fell Rp 236 million below the estimate, as several duties 
were lowered or abandoned in an effort to stimulate 
export recovery. Expenditures exceeded the budgetary 
estimates by about Rp 1 billion, the most important 
departments spending more than had been estimated 
being the Ministry of Defense and the Ministry of Inter- 
nal Affairs. Although large budgets of this kind are the 
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weak spot in Indonesia’s economy, a runaway inflation 
was prevented in 1953 by increased production, particu- 
larly of food, and by the free use of foreign exchange 
reserves. Gold and foreign exchange holdings, which 
had been reduced from Rp 6.1 billion to Rp 3.4 billion 
in 1952, were down to Rp 2 billion by the end of 1953. 
The minimum reserve to serve as working capital for 
financing Indonesia’s foreign trade is put at approxi- 
mately Rp 1 billion, and further depletion of reserves in 
1954 should not be allowed to exceed Rp 600 million. 
By curtailing projected capital expenditure, the esti- 
mated budget deficit for 1954 was cut to Rp 1.2 billion, 
but the report notes the possibility of security and similar 
outlays again exceeding the estimate in 1954. The esti- 
mated balance of payments deficit for 1954 has been 
reduced to Rp 600 million by further import cuts, which 
are likely to cause further inflationary pressure, through 
supply shortages and increased liquidity, as importers’ 
deposits for advance payments will be diminished. 
Source: Ekonomi dan Keuangan Indonesia, Djakarta, In- 


donesia, July 1954. 


United States 
U. 5. Employment 


Unemployment in the United States declined by 
146,000 to 3,099,000 between mid-August and mid- 
September, while employment fell by nearly the same 
amount to 62,144,000. According to a joint report of the 
U.S. Departments of Commerce and Labor, these declines 
reflected a shrinking in the labor force caused mainly by 
the return to school of teen-age workers. Despite a fur- 
ther drop in employment in the automobile industry, 
total factory employment rose 147,000 during the period. 

A committee appointed by the Director of the Bureau 
of the Census early in the year has been studying the 
Bureau’s methods of estimating the labor force, employ- 
ment, and unemployment. It has concluded that the 
present sample is inadequate to provide the regional 
estimates of the labor force and the measures of unem- 
ployment which are needed for public purposes. Concepts 
of unemployment need revision because present statistics 
depend heavily upon personal evaluations by Census 
Bureau enumerators. 

Source: The Wall Street Journal, New York, N. Y., 
October 8, 1954. 


U.S. Credits for Exporters 


The Export-Import Bank of Washington is about to 
initiate a program of granting lines of credit to U.S. 
exporters, in response to demands for government assist: 
ance in meeting foreign competition. The Bank has almost 
completed the processing of several applications for these 
credit arrangements, which are subject to approval by the 
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National Advisory Council. About 60 per cent of the 
selling price of the goods will be advanced to the exporter 
by the Bank. The exporter will be required to finance 
20 per cent out of his own resources, while the importer 
will provide the remaining 20 per cent as a down pay- 
ment. Actual loans will be made for three- to five-year 
periods, at interest rates typically around 5 per cent. 
The export credit program will afford to U.S. exporters 
assistance comparable to that extended to their competi- 

























































































































































































































mn. tors in other countries under various export credit insur- 
pest: ance systems. Approval of each application entails 
iaten, assurance that the Bank will finance a given volume of 
inaiher sales over a 12-month period. This advance commitment 
‘ st to an exporter will permit the processing of specific 
, hich loan requests with a minimum of delay. In the past, 
— exporters have complained that delay in processing loan 
ee applications has resulted in lost sales. 
_— Source: The Journal of Commerce, New York, N. Y., 
i October 7, 1954. 
Latin America 
Economic Developments in the Dominican Republic 
According to an economic survey published by the 
Chemical Bank & Trust Company of New York, the 
ed by Dominican Republic is having the most prosperous trade 
b mle year in its history. Exports in the first six months of 1954 
B Same TE were $72 million and imports were $41 million; in the 
+ of the corresponding period of 1953, exports were $52 million 
boclines and imports $43 million. The increase in export receipts 
ialy by has been due to higher production and favorable develop- 
> a fur. ments in regard to coffee, cocoa, and tobacco; receipts 
vanes "YF from exports of sugar have declined, since sugar prices 
period. on the world market this year have been below 1953 
5 or prices. The survey also reports that inflation has been 
ing te kept under control, the exchange position is strong, and 
ample: the country has no burdensome debt service. The present 
hat ie budget of the Dominican Republic continues to devote a 
— substantial amount to basic economic improvements. 
eal Source: Dominican Republic Information Center, Press 
‘tatistics Release, New York, N. Y., September 1954. 
us 
wii Federal Reserve Loan fo Brazil 
N. Y.} The Federal Reserve Bank of New York has extended 
a $160 million line of credit to Brazil, for the liquidation 
of arrears of commercial indebtedness to U.S. exporters 
and to repay a loan of $80 million made by the Bank in 
July. The credit bears interest at 114 per cent and is of 
about to one-year duration. The Brazilian Finance Minister has 
” US. stated that early in 1953, at the time of the $300 million 
a see Export-Import Bank loan, it was anticipated that Brazil 
as almost could meet remaining arrears out of her own resources. 
a The amount of outstanding import licenses which the 








Brazilian Government had undertaken to honor, however, 
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was greater than estimated, so that additional dollar 
financing had become necessary. 


Source: The Journal of Commerce, New York, N. Y., 
October 7, 1954. 


Uruguay-U.5.5.R. Trade and Payments Agreement 


A trade and payments agreement signed on July 28 
between Uruguay and the U.S.S.R. provides that trade 
will be conducted in sterling through accounts in the 
central banks of the two countries. The volume of trade 
is expected to reach £8 million a year in each direction. 
Uruguay is to export to the U.S.S.R. meat, hides, and 
wool, in exchange for oil, coal, newsprint, chemicals, 
agricultural and industrial machinery, iron, steel, and 
timber. Should Uruguay’s purchases of Russian goods 
fall below its sales to the U.S.S.R., the resulting balance 
of sterling in its favor may be used elsewhere by the 
Bank of the Republic of Uruguay, at its discretion. 

In the earlier part of 1954, preceding the signing of 
the agreement, the U.S.S.R. had already bought Uru- 
guayan produce totaling £7.3 million. In compensation, 
Uruguay is to open special import quotas for goods of 
Russian origin to a value of £2 million, thus leaving a 
favorable trade balance of £5.3 million. This balance 
may well be increased by the fact that, although import 
quotas will presumably be issued in the future by Uru- 
guay for a value equivalent to that of its exports to the 
U.S.S.R., there is no obligation on the part of Uruguayan 
importers to fill these quotas. Uruguay would thus seem 
to have gained a new market for its produce without 
assuming any corresponding obligation to import. 

The agreement will be in force for two years and is 
automatically renewable unless thirty days’ notice of 
cancellation is given by either party. 

Source: Bank of London & South America, Fortnightly 
Review, London, England, September 4, 1954. 


Other Countries 


Australian Import Restrictions 


The Australian Government has decided, in the light 
of the balance of payments prospects for 1954-55, to 
tighten import restrictions in order to prevent importers 
obtaining goods beyond their reasonable needs for the 
remaining six months of the licensing year ending 
March 31, 1955. It was stated that the Government had 
been forced to take these measures because of overbuying 
in about seven commodity groups, broadly classified as 
producers’ materials and equipment. These include un- 
assembled motor cars, carpets, unmanufactured tobacco, 
chemicals, certain steel products, and sewing machines. 
Goods in category “A”, which were placed on a no-quota 
restriction basis on April 1, 1954, will now be limited 
to the amount imported in the base year 1950-51, but 
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certain materials, such as raw cotton, crude rubber, 
nitrate of soda, and rock phosphate, will continue to be 
licensed on a no-quota restriction basis. Category “B” 
imports from non-dollar sources will continue to be 
licensed on the basis of 60 per cent of imports in the 
base year. Importers who were granted special quotas 
for goods which were in category “A” before April 1954 
will retain these special quotas. 

However, since goods formerly in category “A” were 
licensed before April 1954 on the basis of 90 per cent of 
base year imports, importers will be able to obtain, in the 
current licensing year, licenses to a value rather more 
than 10 per cent greater than in previous years. It was 
calculated that on the new basis imports this year of 
goods originally subject to no-quota restriction licensing 
would be approximately £A 300 million, against £A 250 
million last year. Imports from all sources seemed likely 
to exceed £A 750 million during the current financial year, 
against £A 683 million last year. 

Source: The Financial Times, London, England, Octo- 
ber 1, 1954. 


Australian Wool Prices 


Opening at levels 5 to 10 per cent below the June 
closing rate, the first four weeks of Australian wool 
auctions in 1954 produced a price trend generally similar 
to that of previous Septembers. The prevailing trend was 
slightly downward for the first three weeks, after which a 
firmer tone developed toward the end of September. 
Source: The National Bank of Australasia, Limited, W ool 

Letter, Melbourne, Australia, September 25, 
1954. 


South African Gold and Uranium Production 


South African gold production in July reached the 
record figure of 1,126,000 fine ounces, valued at nearly 
£14 million. In August, 1,136,000 ounces were produced, 
valued at £14.1 million. Orange Free State production has 
increased each month in 1954, and it reached 81,200 
ounces in July and 98,900 in August. Average working 
costs in the Orange Free State mines, which are affected 
by special factors connected with the opening of new 
mines, fell from 261s. per fine ounce in December 1953 
to 209s. 2d. in July 1954. Average working costs in the 
Transvaal in July were 187s. 4d. The average yield per 
ton milled in the Orange Free State increased from 
3.921 dwts. in July 1953 to 4.617 dwts. in July and 
5.046 dwts. in August 1954. 

The provisional estimate of profits from uranium pro- 
duction in the first quarter of 1954 was about £1.4 million, 
and for the second quarter a little over £1.9 million. 
Exports of uranium are regarded as confidential, and 
are not included in the Union’s published trade statistics. 
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This omission distorts the published figures of both the 
current account and the capital account. 

Despite a seasonal decline of 5,000 since May, the 
native labor supply in 1954 has been substantially higher 
than in 1953. The number of natives employed in July 
1953 was 278,000, and in July 1954 it was 308,000. 


Sources: Barclays Bank (Dominion, Colonial and Over- 
seas), Overseas Review, September 1954, and 
The Times, September 28, 1954, London, Eng- 
land; Neue Ziircher Zeitung, Ziirich, Switzer- 


land, September 22, 1954. 
South African Relaxation of Imports in 1955 


The South African Minister for Economic Affairs has 
announced the relaxation of import restrictions for 1955, 
and expressed the hope of removing controls entirely in 
the not-far-distant future. Preliminary quotas for raw 
materials, consumable stores, and maintenance spares 
will be equal to 90 per cent of the value of total 1954 
permits issued to wholesalers and manufacturers. Appli- 
cations from manufacturers for additional quotas are to 
be treated liberally. For the larger industrial concerns 
which obtain their raw materials on direct or indirect 
indent, it is intended to make quotas available to cover 
full general raw material requirements. Importation of 
industrial machinery will be on an even more liberal 
basis than this year. Increased quotas will be made 
available to motor vehicle assembly plants during 1955, 
and quotas for agricultural machinery and implements 
will also be increased. The preliminary quota for con- 
sumer goods will be raised to one third of 1948 imports, 
compared with one quarter granted last year. Some items 
will be removed from the restricted list, and for the 
remaining items conversions will be at the rate of £1 for 
£3 surrendered, compared with the present rate of 
£1 for £5 surrendered. Import permits will no longer 
be required for textile piece goods of the types at present 
imported under the so-called “textile free list,” and no 
permits will be required for imports of tea, coffee, raw 
cotton, raw wool, and certain types of stationery. 
Sources: The Times, October 6, 1954, and The Financial 

Times, October 7, 1954, London, England. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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